


ABSTRACT 

The characteristics of those obtaining farm ownership loans from the 
Farmers Home Administration did not change much after the loan program 
began to expand in 1962.    FO borrowers,  as before, were more likely to be 
tenants,  to be younger,  and to have smaller farm businesses and lower 
equities than farmers as a whole.   Nevertheless,  they were not those least 
likely to develop viable farms.    FO loans mainly went to refinance debts or 
buy farms in the North and West.   In the South loans went mainly for en- 
larging farms but refinancing debts was also important. 

Key Words:   Farm ownership loans of Farmers Home Administration. 
Financing low income farmers. 

PREFACE 

This study of the farm ownership loan program of the Farmers  Home 
Administration (FHA) was undertaken as part of a comprehensive survey of 
institutional farm lending in 1966.    The agencies which participated in the 
overall study and their areas of responsibility were:   Federal   Reserve Sys- 
tem (commercial banks); Farm Credit Administration (production credit 
associations and Federal land banks); and the U.S. Department of Agriculture 
(insurance companies and the Farmers Home Administration). 

This publication analyzes the characteristics of borrowers who obtained 
farm ownership loans from FHA in the fiscal year ending June 30,   1966. 
While not conclusive, the data indicate the special role of FHA in the farm 
mortgage credit market and whether it has changed since 1956 when a similar 
study was made.   The report is not intended as an overall appraisal of the 
performance or objectives of the FHA program. 

The cooperation of the Farmers Home Administration in the preparation 
of this report is gratefully acknowledged.    The author is also indebted to 
Forest G. Warren and Lawrence A. Jones,   Farm Production Economics 
Division, ERS, who aided in preparing the manuscript. 
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SUMMARY 

Borrowers obtaining new farm ownership (FO) loans from the Farmers 
Home Administration in fiscal 1966 largely comprised a special  group who 
apparently could not have obtained similar loans from other sources.   These 
new FO borrowers* characteristics  resembled those of 1956 borrowers be- 
fore the program started to expand in 1962.    Thus,  the expansion of the pro- 
gram beginning in 1962 largely extended the program to others without sub- 
stantially changing the kinds of borrowers  served.    Like those  of 10 years 
earlier,  new FO borrowers likely were tenants,  younger,  and had smaller 
businesses  and lower equities than farmers as a whole or those borrowing 
from other lenders.    While most borrowers  ranked below average in such 
important features  as   assets,  cash farm sales,  and equity ratios, they did 
not comprise the weakest strata of the farm population or those least likely 
to develop viable farms. 

Refinancing of existing debts  or buying farms  constituted the most 
important purposes of FO loans in the North and West.    Loans in the South 
went mainly for farm enlargement,  but refinancing also was important. 

FO borrowers in the North and West appeared to have greater potential 
for moving out of agriculture than borrowers in the South because of youth, 
lower equities, and higher tenancy rates. On the other hand, borrowers in 
the South reported somewhat higher levels of nonfarm earnings. 
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CHARACTERISTICS OF 
NEW BORROWERS OBTAINING 
FARM OWNERSHIP LOANS  FROM  THE 
FARMERS HOME  ADMINISTRATION--FISCAL 1966 

William McD. HerrJ./ 

THE   FARM OWNERSHIP LOAN PROGRAM 

History of the Program 

One portion of the Farmers Home Administration Act of 1946,  which amended 
and added to the Bankhead-Jones Farm Tenure Act of 1937,  set forth the main fea- 
tures of the farm ownership (FO) loan program as it operates today.    That part of 
the act-- 

(1) Authorized loans for farm enlargement and farm development,  as 
well as initial land purchased by tenants; 

(2) Authorized insurance of loans of other lenders, in addition to 
making its own direct loans; 

(3) Restricted loans to farmers who could not obtain real estate credit 
elsewhere with reasonable terms and interest rates; 

(4) Specified that loans be limited to farms not exceeding the value of 
the average family farm in the county; and 

(5) Set interest rates to be charged on direct and insured loans. 
Since World War II, interest rates on FO loans have varied from 
3. 5 percent to the current 5. 0 percent rate. 

These features were designed to permit FHA to accomplish its prime objective 
of providing supervised long-term mortgage credit to farmers unable to obtain it 
from other lenders on satisfactory terms.   In 1956,  the program was enlarged to 
include loans for refinancing existing real estate debt.    In August 1962,  changes were 
made that allowed a substantial expansion in the volume of insured farm ownership 
loans, due to increases in loan authorization and loan limits and to broadened loan 
purposes. 

1/ When this report was prepared, the author was with the Agricultural Finance 
Branch, Farm Production Economics Division, Economic Research Service. He is now 
Professor of Agricultural Economics,   Southern  Illinois  university. 



Scope of the Program 

From 1945 to 1961, the number of new direct and insured farm ownership loans 
made by FHA ranged from 3, 000 to 5, 000 a year.   Since 1962, however,  FO loans 
have risen to between 11, 000 and 13, 000 a year (fig.  1).   Thus,  FHA's relative share 
of the farm mortgage loan business has about doubled in recent years--from 2 to 3 
percent to 4 to 5 percent--despite eligibility requirements restricting loans to per- 
sons unable to obtain credit from other sources on reasonable terms. 

This increase in loan activity has raised questions concerning the role of the 
FO program.    For example,  did characteristics of FHA-FO borrowers remain the 
same after the expansion began in 1962,  or did the expansion permit more individuals 
to be included who could have been served by commercial lenders? 

A study of FHA and its borrowers in 1956 provided information about the role of 
FHA prior to the 1962 expansion._2/   In 1956,  FHA-FO borrowers were mainly tenants, 
young farmers,  and those with low net worths and small cash sales of farm products. 
Bierman and Case found that a large share of all FHA-FO loan borrowers lived in the 
Southeastern States. 

If characteristics of borrowers have remained relatively unchanged since 1956, 
it would appear that expansion of the FO program has largely provided funds to indi- 
viduals not previously receiving satisfactory financing from commercial farm credit 
institutions.    Alternatively, indications that credit characteristics of borrowers 
strengthened between 1956 and 1966 would suggest that the FO program may be serv- 
ing borrowers who formerly obtained funds from other lenders. 

FIGURE 1.-FARM OWNERSHIP LOANS MADE BY 
THE FARMERS HOME ADMINISTRATION AND 

THE FARM SECURITY ADMINISTRATION, 1938-66 
NUMBER OF NEW LOANS' 
(THOUS.) 

LDIRECTK 

1940   1945   1950   1955   1960   1965 

U.S. DEPARTUEHJ OF AGRICULTURE NEC. ERS 7624-70 (4)       ECONOMIC   RESEARCH SE RVICE    I 

2^/  Russell W.   Bierman and Betty A.   Case,     The  Farmers Home Administration  and Its 
Borrowers.     Agr.   Finance  Rev,,  vol.   21,  July  1959, 



Plan of Study 

This report examines the characteristics of new FO borrowers in fiscal 1966 
and compares them with all U.S. farmers and with farm borrowers with real estate 
loans from other sources.   A comparison of borrowers by region is also included. 
These comparisons make it possible to identify the kinds of borrowers using FO 
loans and to determine whether the program serves a specialized segmient of the 
farm mortgage market. 

Source of Data 

FHA supplied information on characteristics of borrowers obtaining new FO 
loans in fiscal 1966.    The characteristics are those in the year prior to receiving the 
loan.   Of more than 65, 000 borrowers with FO loans in that year,  all were excluded 
that had FO loans prior to fiscal 1966, those obtaining a subsequent FO loan that 
year,  and those with other types of FHA loans outstanding.    This report focuses on 
selected characteristics of about 8, 100 new FO borrowers.   These characteristics 
were compared with similar characteristics of all U.S. farmiers,  as reported in the 
1964 Census of Agriculture.^/ 

Because farmers who use long-term farm mortgage credit may differ from the 
population of all farmers,  FO borrowers also were compared with two groups of 
farm real estate borrowers (1) bank borrowers who had no renewed loans or loans 
more than 1 year old on June 30,   1966,  and who obtained real estate mortgages in 
that fiscal year;4/ and (2) farm operators reporting real estate debt in 1966 in the 
sample survey of farms selected from the 1964 Census of Agriculture.^/ 

Comparison with the sample census was especially useful, as it contained a 
number of financial measures not included in the 1964 Census of Agriculture, and 
the 1966 date of the sample survey was near the midpoint of fiscal 1966, when the 
FHA data were collected.    Comparisons with bank study were pertinent,  since the 
same kind of information was obtained about the characteristics of both bank borrow- 
ers and new FHA-FO borrowers.   Moreover,  the data for both pertained to the same 
12-month period.   However,  characteristics about borrowers from the sample census 
and from the bank survey do not represent new borrowers in the same sense that FO 
borrowers were new to FHA.    That is, the method of selecting bank borrowers indi- 
cated only that the individual had received a new bank farm mortgage loan in 1965-66. 
Many bank borrowers were probably longtime customers. 

V Bureau of the Census.  1964 Census of Agriculture.  Vol. 2.  1968. 
_4/ These data represent a portion of outstanding farm real estate mortgage loans 

obtained in the 1966 farm loan survey of commercial banks.  See Melichar, E., "Bank 
Financing of Agriculture," Federal Reserve Bulletin, June 1967, pp. 927-953.  The 
unpublished data were supplied by the Federal Reserve Board. 
V 1964 Census of Agriculture, Farm Debt.  Vol. Ill, Part 4, Bureau of the Census. 

1968.   



CHARACTERISTICS OF FO BORROWERS 
COMPARED WITH ALL  FARMERS 

Reasons why borrowers may gravitate to the FHA program include one or more 
defects in the farm business  or a personal weakness that preclude obtaining a loan 
from a commercial source.    That is, a commercial lender considers the risk too 
great if the loan is made on usual terms.    Some reasons for rejection by a commer- 
cial lender are measurable and can appear on a loan application.    Other reasons, 
such as those associated with managerial ability or the lack of it,   cannot be recorded 
in this way.   In this report,  only measurable credit characteristics are used to por- 
tray the different kinds of FHA-FO borrowers. 

Size of Business 

One aspect of a business that concerns a lender is whether the unit is large 
enough to become a viable farm business.   There are no criteria for minimum size 
needed for viability,  nor does viability depend solely on size of business.   However, 
two measures of size which may indicate current earning ability and potential growth 
are total assets and gross cash sales. 

By either of these measures, the average size business reported by new FO 
borrowers was substantially below the average U.S. farm business size.    For exam- 
ple, the national average vsilue of production assets per farm in 1966 was estimated 
to be almost $67, 000, J6/ whereas the average amount of owned assets of new FO 
borrowers was $28, 900.    Similarly,  gross sales for all farms averaged $12, 500 in 
1965,  while the average cash sales of new FO borrowers was $7, 740. 

Comparisons of FHA borrowers by asset or sales class with all U.S. farm 
operators indicates most FO borrowers' farms were smaller than the U.S. average, 
but larger than many of the smallest.    Figure 2 shows that new FO borrowers have 
fewer of the smallest or largest farm businesses,  compared with all farm operators, 
when capital resources are compared for both groups.    However, the comparison is 
not completely valid because the term "capital resources, " when applied to all farm 
operators,  refers to the value of real estate operated, while for FO borrowers, it 
represents total owned assets. 

Despite the limitation of the comparison,  a similar conclusion can be made by 
comparing the distribution of borrowers by cash sales class.   A higher percentage 
of new FO borrowers reported cash sales of $5, 000 to $20, 000 than all operators 
(fig.  3).    About half of all new FO borrowers had cash sales under $5, O00--not much 
below all farmers reporting sales of this amount. 

These comparisons suggest that FHA is directing its resources to individuals 
with units that are below average size but not the smallest farms. 

y  P.T.   Allen and others.     The  Balance. Sheet of Agriculture,   1967.     U.S.   Dept. 
Agr. ,  Agr.   Inform.   Bui.   329,  p.   21.     Oct.   1967. 



FIGURE 2.--DISTRIBUTI0N OF ALL FARM OPERATORS* BY VALUE 
OF LAND AND BUILDINGS OPERATED AND FHA FARM OWNERSHIP 

BORROWERS BY TOTAL VALUE OF OWNED ASSETS 
PERCENT   

AH farm operators 

New FHA-FO-borrowers 

Under 
$15,000 

$15,000- 
24,999 

$25,000- 
99,999 

$100,000 
and over 

VALUE OF CAPITAL RESOURCES PER FARM 
'^ DATA FOR ALL FARM OPERATORS FROM FARM OCST, VOL. Ill, FT. 4, 1H4 CENSUS OF AGRICULTURE. 

U.S. DEPARTMENT OF AGRICULTURE NEC. ERS 7A2S-70 (4)      ECONOMIC  RESEARCH  SERVICE 

FIGURE 3.--DISTRIBUTI0N OF ALL FARM OPERATORS* 
AND FHA FARM OWNERSHIP BORROWERS 

BY GROSS CASH SALES 
PERCENT 

Under 
$5,000 

$5,000- $10,000- 
9,999 19,999 

SALES PER FARM 

$20,009 
and over 

^COATA FOR ALL FARM OPERATORS FROM FARM DEBT. VOL. 111. FT. 4. 1U4 CENSUS OF AGRICULTURE. 

U.S. DEPARTMENT OF AGRICULTURE NE G. ERS 762«-70 (4 )      ECONOMIC  RESEARCH  SERVICE 



The data also indicate that total net income (net cash sales plus nonfarm income) 
increased with the size of the FO borrower's farm unit (tables 1 and 2).   While total 
net income is still relatively low on many of the smaller units,  average total net 
income exceeded $3, 000 for all size classes.    This finding further indicates that 
most program recipients are not in the very low-income or poor classes.^Z 

Nonfarm income comprised almost half the $5, 500 average total net income of 
FO borrowers.   However, the relative importance of nonfarm income to FO borrow- 
ers varied with the size of business.   As the size of farms increased--measured by 
owned assets or gross cash sales--average net cash farm income increased substan- 
tially while nonfarm income declined somewhat.   Nonfarm income accounted for 
three-fourths or more of average total income on smaller farnas, but less than one- 
fourth the average total income on larger units.    Thus,  for many new FO borrowers, 
particularly the smaller ones,  nonfarm income represented an important part of total 
earnings. 

The data by sizes of farms shown in tables 1 and 2 provide some indications of 
the types of FO loans.   On smaller farms,  the average FO loan exceeded the average 
outstanding debt,  so even if all outstanding debt was refinanced by the FO loan,  some 
new funds were available for acquiring additional resources.   Among the larger 
borrowers, the problem did not appear to be farm size or income potential as much 
as weak financial structure.   As size of business increased,  equity ratios--net worth 
as a percentage of owned assets--declined.   Larger units receiving FO loans fre- 
quently had equity ratios of less than 50 percent.    Lower equity ratios for these 
businesses suggest that refinancing was probably an important reason for obtaining 
the loan.   This is consistent with the broader purposes of the FHA program after 
August 1962. 

Relatively few new FO borrowers apparently had large enough operations and 
equity ratios to make themi acceptable for credit from commercial sources.   Only 16 
percent of all new borrowers had cash receipts of $10, 000 or more (somewhat below 
the average sales of all U.S. farms) as well as an equity in owned assets of 50 per- 
cent or more (table 3).   When size of business was measured by owned assets,  only 
about one-fourth of all new borrowers reported owned assets of $25, 000 or more and 
an equity in owned assets of 50 percent or more.   These data suggest that in fiscal 
1966 there was no sizable group of new FO borrowers that was acceptable for credit 
from commercial sources. 

Other Indications of Limited Farm Growth 

In addition to the small units operated by most FO borrowers and the high pro- 
portion of nonfarm income, many of them had apparently not become firmly establish- 
ed in farming at the time of the loan.    This assessment was based on such character- 
istics as younger age of operator, higher tenancy rate,  and lower equity ratio. 

IJ About one-fourth of the nearly  8,100 new FO borrowers   reported  that  their  total 
et income was  less   than  $3,000  in  the year prior  to  receiving their  FO loan  in  fiscal 
966.     Total net  income  i'ar defined as net  cash  farm income  plus nonfarm income, 
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The average age of new FO borrowers was 40 years,  compared with an average 
age of 51 for all U.S. farm operators.   About one-third of the FO borrowers were 
under 35 years of age, while only 11 percent of all U.S. farmers were in this age 
group (fig. 4). 

Over one-fourth of all FO borrowers were tenants and one-third were part- 
owners (table 4). The proportion of all FO borrowers renting land was greater than 
that of all farmers as reported in the 1964 Census of Agriculture. While ownership 
of all land resources operated may indicate a commitment to farming, full owners 
had the lowest average equity ratio of all tenure groups and relatively more of their 
total net income came from nonfarm sources. Six percent of all new borrowers re- 
ported they were not engaged in farming at the time of the loan. Net farm earnings 
of this group were negligible,  but their nonfarm income averaged $4, 900. 

Other evidence that many borrowers may not be financially established in farm- 
ing is provided by the borrowers' equity ratio--net worth as a percentage of assets. 
The equity ratio,  considered a measure of the financial strength or security of the 
borrower,  averaged 53 percent for FHA borrowers,  compared with over 80 percent 
for all agriculture,  as reported in the Balance Sheet of Agriculture.    Seventy percent 
of the new borrowers reported equity ratios of less than 75 percent (table 5).    Bor- 
rowers with equity ratios in the more typical range (over 75 percent) tended to be the 
smaller farmers receiving FO loans.    For example,  average assets of this group 
were $20, 600,  compared with over $30, 000 for borrowers with equity ratios of less 
than 75 percent. 

FIGURE 4.-DISTRIBUTI0N OF ALL FARM OPERATORS* 
AND FHA FARM OWNERSHIP BORROWERS 

BY AGE OF OPERATOR 
PERCENT' 

40   - New FHA-FO-borrowers 

1 
W/, 

All farm operators 

Under 35 35-44 45-54 55 and over 

AGE OF FARM OPERATOR 
"^DkTk FOR ALL FARM OPERATORS FROM FARM DEBT. VOL. Ml. PT. 4. IM4 CENSUS OF AGRICULTURE. 

U.S.DEPARTMENT OF AGRICULTURE NEC. E RS 7637-70 ( 4)      ECONOMIC  RESEARCH   SERVICE 



It can be concluded that FHA-FO borrowers substantially differed from the 
population of all U.S.  farm operators in the following respects: 

(1) They operated smaller units,  as measured by assets or gross 
cash sales. 

(2) They were younger. 

(3) Proportionately more of them were tenants and part-owners. 

(4) Their equity ratios were lower. 

These characteristics of new FO borrowers in fiscal 1966 indicate that they are 
financially weaker than the average farmer but stronger than the weakest group. 
Thus, it appears that the loans and technical assistance went to those lacking ade- 
quate resources but who nevertheless had potential for becoming commercial farm- 
ers.    What would happen to individuals in the absence of an FHA loan is unpredictable,- 
but many borrowers were clearly not well established in farming.   In fact,  inferences 
from studies pertaining to characteristics of farm labor leaving agriculture show that 
persons who are young or tenants,  or who have low equity or substantial off-farm 
incomes often leave the farm easily. 8/ 

CHARACTERISTICS OF FO BORROWERS COMPARED WITH 
OTHER FARM MORTGAGE BORROWERS 

Table 6 compares the characteristics of new FO borrowers with other farm 
mortgage borrowers.   New FO borrowers had smaller businesses, with smaller 
assets,  net worth,  or gross cash farm incomes than other borrowers.    They also 
had lower net cash farm incomes.   Although limited resources constrained credit 
that FO borrowers could obtain, they had other distinctive characteristics:   their 
average age was 40,  compared with 46 for other borrowers,  and their average 
equity was considerably below that of other borrowers. 

Despite these characteristics, the new FO borrowers* loans averaged $18, 600, 
compared with $10, 000 to $15, 000 for other borrowers.   However,  the differences 
between loan sizes are not as great as they seem, because the FHA figure refers to 
the original amount of the loan, while that of other lenders refers to the outstanding 
amount.   Evidence from the 1966 bank study/(see footnote 4) suggests that the origi- 
nal size of bank farm mortgage loans may average one-fourth larger than the out- 
standing amount.    Thus,  even if the data were comparable,  the average loan from 
most other sources would probably not be much larger than a typical FHA loan.    An 
important, reason that FHA is able to make larger loans to borrowers with weak 
credit characteristics if that the agency also provides technical assistance. 

8/  See.Diehl,  W.D,,   "Fann-Nonfarm Migration  in  the  Southeast:     A Costs-Returns 
Analysis,"  Jour.   Farm Econ,.   Feb.   1966,  pp.   1-12;  Winkelmann,  D.,   "A Cash  Study  or  the 
Exodus of Labor From Agriculture:     Minnesota,"    Jour Farm Econ,,  pp.   12-21;   and 
Jones,  B.F.   "Impact of Government-Subsidized Farm Operating Loaná  on Family  Labor 
Employment  in Agriculture,"  Jour.   Farm Econ. ,   pp.   1216-1221,   Dec.   1968. 
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Some typical FHA loan sizes are shown in table 7.   The FO modal size of 
$10, 000 to $25, 000 appears typical of loans made by land banks and life insurance 
companies, but is larger than most loans made by commercial banks.    However, 
nearly 10 percent of all Federal land bank and about 25 percent of all life insurance 
company   loans were $50, 000 or larger in fiscal 1966.    In contrast, less than 5 
percent of all FHA loans were for $50, 000 or more. 

These findings again show that the FHA-FO loan program was aimed at pro- 
viding credit to a group of farmers not widely served by commercial lenders in the 
farm real estate market.   It was not possible to isolate a significant number of 
FHA-FO borrowers who appeared to have characteristics that would have made 
them desirable credit risks for many commercial mortgage lenders. 

REGIONAL  CHARACTERISTICS OF FO BORROWERS 

Characteristics of FO borrowers differed among the North,  South,  and West 
Regions.£/   These differences suggest that the role of the FO loan program differs 
among regions. 

Relatively more Southern borrowers had smaller units (as measured by owned 
assets or gross cash sales) than those in the North and West (table 8).   In addition, 
relatively more Southern borrowers were older,  full owners, and had higher equities 
in the assets they owned than Northern or Western borrowers. 

Because proportionally more borrowers in the North and West were tenants and 
had lower equity ratios than in the South, initial farm acquisition and refinancing 
appear to be the main purposes of the FO loan in these regions. In the South, where 
a higher proportion of borrowers were full owners with small units and higher equity 
ratios, relatively more FO loans were made for farm enlargement or the acquisition 
of additional resources. 

Comparing FO loan size with that of outstanding debt at the time the loan was 
made shows that the FO program supplied more funds for acquiring additional re- 
sources in the South than in the North or West.   Although the amount of the new FO 
loan used for refinancing outstanding debt is not known,  the average Southern loan 
was two-thirds greater than outstanding debt.   Even if all this debt was refinanced, 
a substantial portion of the FO loan was available for new resources.   In the North 
and West, the average loan size was less than one-third larger than the average out- 
standing debt.    If the same proportion of the debt was refinanced in all regions,  a 
smaller percentage of the FO loan would be available for new resources in the North 
and West than in the South. 

These interregional aspects also suggest that Southern borrowers may be more 
committed to agriculture than those in the North and West.   Occupational mobility of 
many Southern borrowers may be restricted by their age,   full landownership,  and 
higher equity ratios.   New Northern and Western borrowers appeared to have greater 
flexibility in moving out of agriculture if that became necessary. 

2/  Definitions  of regions  are  in  footnote 2,   table  8,  p.   17. 

9 



Of the nearly 8, 100 new FO borrowers in fiscal 1966, less than 10 percent were 
Negroes or other minority races.   Of these,  almost 90 percent lived in the South. 
Owned assets,  acres operated,  and total net income of these borrowers averaged 
about half that of Southern white FO borrowers.   The average size of Negroes' and 
other minority races' FO loan was $9, 740,  compared with $18, 560 for Southern 
white farmers. 

Some FHA-FO borrower characteristics may mirror characteristics of all 
farmers in the regions (table 8).    To determine whether characteristics of FO 
borrowers differed from those of all farmers,  FO borrowers with a given charac- 
teristic were compared with all farm operators in the region who had the same 
characteristic.    Table 9 shows that more loans were made to borrowers in the South 
with sales of less than $5, 000 than in the North or West.    For every 10, 000 farmers 
reporting sales under $5, 000,   28 in the South received an FO loan; in the North and 
West,  the ratio was less than 20 per 10, 000 farmers. 

Similar comparisons by tenure classes indicate that more tenants in the North 
and West received FO loans.    Southern part-owners were most apt to receive an FO 
loan; tenants had about the same probability for an FO loan as other Southern farmers. 

In all three regions, the young age of FO borrowers was their major common 
characteristic.    For every 10, 000 farmers under 35 years of age,  about 70 in the 
North and 80 in the West and South received FO loans.   These ratios were 2 and 3 
times greater than the U.S. average of new FO borrowers per 10, 000 farmers of all 
ages. 

Regional differences in thé ratios shown in table 8 also suggest that FHA pro- 
vides FO loans in line with the varying amounts of capital used in farming.    For 
exanaple.  Southern FO borrowers were concentrated in the sales classes of less than 
$10, 000.   The concentration pattern of new borrowers in larger sales classes in the 
North and the West parallels the average amounts of capital invested by farmers in 
each region.   The 1964 Census of Agriculture reported that the average value of land 
and buildings on Southern farms was one-third that on Western farms, while Northern 
values were.midway between them. 

Other interregional differences can be seen by examining characteristics of the 
average FO borrower (table 10).   Average beginning assets reflect the average 
amounts of capital invested by farmers in each region,  and average loan sizes follow- 
ed the pattern.    Total net cash income of Southern borrowers is lower than for .bor- 
rowers in either the North or West, but their nonfarm earnings average higher. 
When additional selected characteristics of FO borrowers are compared with those 
of other borrowers (table 6), the former rank below average in key measures of 
financial ability. 
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Table 1.—Selected characteristics of new FHA farm ownership borrowers, by asset class, fiscal 1966 1/ 

Owned asset 
class 

;  Distribution 
\  of borrowers 

Average borrower 's— 

FO  loan 
;       size 

\    Owned     * 
\    assets   \ 

Net worth \    Eqviity     \ 
;   ratio 2/   ; 

Age 
Net  cash  farm 

\         income           \ 
Non farm 
Income 

1       Percent Dollars Dollars Dollars Percent Years Dollars Dollars 

Less  than  $3,000.. \               2 13,110 1,800 700 39 34 900 2,600 

$3,000-$4,999...., ;          3 13,470 4,000 2,800 70 34 700 3,300 

$5,000-$9,999  !                 11 11,610 7,600 5,000 66 39 900 2,900 

$10,000-$14,999... !        15 13,010 12,400 7,700 62 40 1,200 2,900 

$15,000-$24,999... :             23 16,480 19,700 11,500 58 40 2,300 2,800 

$25 ,000-$49,999... ;              30 21,890 35,200 19,200 55 41 3,700 2,300 

$50,000-$99,999... :             14 27,860 66,600 30,500 46 42 6,200 1,800 

$100,000 and over. ^               2 30.400 18.000 50.100 42 43 7.700 2.600 

Total or average !            100 18,640 28,900 15,400 53 40 2 ,900 2,600 

ll  Fiscal 1966 in this report is July 1, 1965, to June 30, 1966.  Characteristics are those prior to receiving 
new FO loan. 

2/ Equity ratio is net worth as à percentage of owned assets. 



Table 2.—Selected characteristics of new FHA farm ownership borrowers, by  gross  cash sales  class,   fiscal 1966   1/ 

Gross  cash 
sales  class 

Distribution   ' 
[ of borrowers 

Average borrower 's— 

FO loan 
[       size 

[     Owned     \ 
assets • 

Net worth 1     Equity     1 
;   ratio 2/   ; Age 1 Net  cash  farm \ 

\        income           ] 
Nonfarm 
income 

Percent Dollars Dollars Dollars Percent Years Dollars Dollars 

Less  than  $5,000... !             50 13,780 17,600 10,200 58 40 500 3,600 

$5,000-$9,999  22 20,040 30,500 16,300 53 41 2,800 1,700 

Í3     $10,000-$19,999.... :             19 25,380 43,500 22 ,000 51 40 5,200 1,200 

$20,000-$39,999.... :               7 29,130 59,700 29,700 50 40 10,000 1,200 

$40,000  and over... :               2 28,760 60,500 25,700 42 40 24.100 1.300 

Average or total. :          100 18,640 28,900 15,400 53 40 2,900 2,600 

1^/  Fiscal  1966  in this  report is  July 1,   1965,  to June  30,   1966.     Characteristics  are  those prior to receiving 
new FO loan. 

2/ Equity  ratio is net worth  as  a percentage of owned assets. 



Table  3,—Percentage  distribution of new FHA-FO borrowers, by  farm cash 
receipts and equity ratio,  fiscal 1966  1/ 

1" 

1 

Borrowers 

Equity  ratio  IJ ;              With cash receipts— 
;         Total 

;    Under $10 ,000 
• • 
• $10,000 and over 

.                    _     _     -D^«.^^.«4. 

Under 50 percent •• 

50 percent  and over.. •. î 

> 

I                24 

!                48 

12 

16 

36 

64 

Total.  !                72 28 100 

\J  Fiscal 1966  in  this  report is  July 1,   1965,   to June  30,   1966.     Charac- 
teristics  are  those prior to  receiving new FO loan. 

IJ Equity ratio is net worth  as  a percentage of owned assets. 
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Table 4. — Selected characteristics  of new FHA farm ownership borrowers,  by  tenure,   fiscal 1966  1/ 

Tenure  class Distribution 
of borrowers 

Average borrower's-- 

FO loan 
size 

Owned 
assets Net worth 

Equity 
ratio 2/ 

Age Net  ceish  farm 
income 

Nonfarm 
income 

4^ 

Full owner. 

Part  owner. 

Tenant  

Nonfarmer.. 

Average or 
total 3/.. 

Percent 

35 

33 

26 

6 

Dollars 

15,600 

18,790 

23,180 

16,690 

Dollars 

30,700 

37,600 

20,300 

11,400 

Dollars 

14,400 

19,200 

13,600 

7,200 

Percent 

47 

51 

67 

63 

Years 

44 

42 

35 

32 

100 18,720 29,100 15,300 53 40 

Dollars 

2,000 

3,700 

3,800 

300 

2,900 

Dollars 

3,200 

2,000 

1,900 

4,900 

2,600 

1/  Fiscal 1966 in this  report is July 1,  1965,   to  June  30,   1966.     Characteristics  are  those prior to receiving 
new FO  loan. 

2/ Equity ratio  is net worth  as  a percentage  of owned assets. 
T/ May  differ from other tables  as borrowers not reporting tenure were  omitted. 



Table 5.—Selected characteristics  of new FHA farm ownership borrowers, by equity  ratio,   fiscal 1966  1/ 

Equity  ratio 
class  2/ 

Distribution 
of borrowers 

Average borrower's— 

FO  loan 
size 

Owned 
assets Net worth 

Equity 
ratio 3/ 

Age Net  cash  farm 
income 

Nonfarm 
income 

Less   than 25 

25-49  

50-74  

75-100.... 

Average  or 
total. 

Percent 

10 

26 

34 

30 

Dollars 

19,650 

18,650 

18,110 

18,800 

Dollars 

33,100 

35,800 

29,700 

20,600 

Dollars 

1,800 

13,900 

18,300 

18,000 

Percent 

5 

39 

62 

87 

Years 

40 

41 

41 

40 

100 18,640 28,900 15,400 53 40 

Dollars 

3,400 

3,300 

2,900 

2|^QQ 

2,900 

Dollars 

2,500 

2,400 

2,700 

2,600 

2,600 

1/ Fiscal 1966  in  this  report is  July  1,  1965,   to June  30,   1966.     Characteristics   are  those prior to  receiving 
new FO loan. 

2^1 Borrower'^ net worth as  a percentage of owned assets. 
3^/ Equity ratio is net worth as  a percentage  of owned assets. 



Table 6,—Selected characteristics  of borrowers obtaining farm real estate mortgage 
loans  from specified sources,  specified periods 

Borrower 
characteristic Unit 

Average per borrower 

FHA farm owne 
loan;   fiscal 

rship 
1966   ; 

Commercial 
banks  1/ 

:    All sources IJ 

:               28,900 56,612 3/61,796 
:               13,500 19,236 4/16,281 
:               15,400 37,376 5/45,515 
1                  7,740 6/10,262 16,264 
1                  2,900 N.A. 3,582 
:                       40 46 47 
:                       53 66 111 h 
Î               18,640 8/10,324 8/11,955 

Assets : Dollar 
Debt :  do. 
Net worth. :   do. 
Gross  cash income....:       do. 
Net cash farm income.:       do. 
Age :  Years 
Equity ratio : Percent 
Farm real estate loan: Dollar 

II  Unpublished data supplied by the Federal Reserve Board.  Data pertain to 
characteristics of bank borrowers obtaining real estate mortgages in fiscal 1966. 

2J  Source:  Board of Governors of the Federal Reserve System, Farm Debt:  Data From 
the 1960 Sample Survey of Agriculture (Washington: U.S. Govt. Print. Off. , 1964).  Data 
refers to all commercial farmers with major real estate debt outstanding included in 
the 1960 Sample Survey of Agriculture. 

3^/ Value of land and buildings operated. 
h_l  Total debt outstanding, 
5^/ Indicated net worth in real estate operated. 
6_/ Estimated from sale classes. 
2_l  Equity in value of land operated. 
8/ Average outstanding amount. 

Table 7.—Distribution of farm real estate mortgage loansj by size and lender, 1966 

Distribution I   of loans through ~ 

Size of loan 
FHA farm 

ownership pro gram  ] 
Comme re 
banks 

ial 
1/ 

:  Land banks 11 
\   Life  insurance 
]     companies  3J 

-Pei 

Under $5,000  
$5,000-$9,999  
$10,000-$24,999... 
$25,000-$49,999...! 
$50,000 and over.. 

:                      5 
:                   20 

50 
22 

:                      3 

49 
26 
19 

5 
1 

rcent""— 

8 
23 
42 
19 

8 

] ' 
35 
34 
24 

Total.  ;                  100 100 100 100 

1/ Loans for the purchase of land or improving land and buildings and made or last 
renewed between July 1, 1965 and June 30, 1966.  Unpublished data provided by Board of 
Governors, Federal Reserve System. 

2J "September 1966 Federal Land Bank Farm Mortgage Survey," Forest Warren and John 
Penson prepared for National Agricultural Credit Committee, September 16, 1968. Data 
used based on loans made during first 9 months of 1966. 

3/ Distribution partly estimated from "September 1966 Life Insurance Company Farm 
Mortgage Survey," Forest Warren and John Penson prepared for National Agricultural 
Credit Committee, January 29, 1968.  Data used based on loans made during the first 9 
months of 196 7. 
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Table 8,—Distribution of new FHA farm ownership borrowers, 
by selected characteristics and region, fiscal 1966 \J 

Characteristic 

North 

Borrowers in— 

Region y 

South West 

United 
States 

-Percent- 

Qwned assetsî : 
Under $10,000 : 14 
$10 ,OÜÜ-$24,999  : 34 
$25,0ü0-$49,999 : 36 
$50 ,000  and over  : 16^ 

Total ; 100 

Gros s  3 ales   of ; : 
Under  $5 ,000 : 41 
$5 ,Û00-$9 ,999 : 25 
$10 ,000  and over ; 34 

Total  

Age: 
Under  35 years  
35-54 years  
55  years   and over.....  

All  classes  

Tenure; 
Full owner  
Part owner  
Tenant  
Not  fanning  

All  clas ses••••  

Equity ratio;3/ : 
Under 50 percent : 
50-74 percent  : 
75  percent  and over. x^  

All  classes, * 100 

100 

39 
54 

7 

100 

36 
28 
29 

7 

100 

40 
33 
27 

29 
48 
18 

5 

7 
30 
37 
26 

100 100 

74 
16 
10 

34 
26 
40 

100 100 

30 
55 
15 

32 
57 
11 

100 

43 
32 
19 

6 

100 

24 
40 
32 

4 

100 

31 
33 
36 

100 

38 
35 
27 

100 100 

16 
38 
30 
16 

100 

50 
22 
28 

100 

33 
56 
11 

100 

35 
33 
26 

100 

36 
34 
30 

100 

y Fiscal 1966  in  this  report  is July  1,   1965,   to  June  30,   1966.     Characteristics 
are  those  prior to  receiving new FO  loan. 

y The West  includes. North  Dakota,   South  Dakota,  Nebraska,  Kansas,   Oklahoma,   Texas, 
and  all  States   to   the west.     The   South  includes  Arkansas,   Tennessee,  Kentucky,   Virginia, 
Maryland,   Delaware,   and  all  States   to   the  south.     The J^orth  encompasses   the   remaining 
States. 

3/  Net worth  divided by owned  assets. 
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Table 9.—Regional ratio of new FHA farm ownership borrowers   to  all  farmers 
having  the  same  characteristics,   fiscal 1966  1/ 

Class  characteristic 
FO borrowers per  10,000  farmers  in- 

North South West 

Income; 
Under  $5,000 _2/... 
$5 ,000-$9 ,999  
$10,000-$19,999... 
$20,000-$39,999... 
$40,000 and over,. 

Tenure : 
Fall owner  
Part owner  
Tenant  •. •. 

Age: 
Under 35 years..., 
35-44 years,,,..., 
45-54 years  
55 years  and over, 

All  farmers  

 i>iuiiiDer  

19 28 19 
30 37 41 
28 25 47 
17 14 31 
11 4 10 

13 20 14 
26 44 35 
42 28 52 

68 81 79 
35 40 45 
17 28 23 

4 9 6 

22 28 28 

1/ Ratio  represents number of new  FHA borrowers per 10,000   farmers   reporting the 
same  characteristics  in  the  1964  Census  of Agriculture. 

2^1  Includes noncommercial. 

Table 10.—Selected characteristics of new FHA farm ownership borrowers, 
region,   fiscal 1966  1/ 

Characteristic Unit 
Average per borrower in— 

North South ;       West United 
States 

35 35 30 100 
30,700 18,900 38,700 28,900 
14,900 8,000 18,600 13,500 
15,800 10,900 20,100 15,400 

51 58 52 53 
2,500 2,900 2,300 2,600 
3,100 1,700 4,100 2,900 
5,600 4,600 6,400 5,500 

220 110 570 290 
38 42 40 40 

20,340 13,290 23,050 18,640 

Distribution of borrowers.,: Percent 
Assets : Dollar 
Deb ts :   do • 
Net worth ..•••:   do. 
Equity ratio : Percent 
Nonfarm cash income : Dollar 
Net cash farm income,••,,••:   do. 
Total net cash income :   do. 
Acres operated : Number 
Age of operator : Year 
Size of FO loan : Dollar 

1/  Fiscal I960 in this report is July 1, 1965, to June 30, 1966.  Characteristics 
are those prior to receiving new FO loan. 
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